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1 . SUMMARY: DURING THEIR NOVEMBER 22 COUNCIL MEETING, THE 
EC FINANCE MINISTERS COVERED THE FOLLOWING AGENDA ITEMS: (1) 
COMMUNITY ASSUMPTION OF THE UK LOAN TO ITALY; (2) ANNUAL 
REPORT FROM THE COMMISSION ON THE EC'S ECONOMIC SITUATION; 

(3) APPLICATION OF THE EUROPEAN UNIT OF ACCOUNT (EUA) TO THE 
EC BUDGET; AND (4) THE COMMISSION'S 4TH MEDIUM-TERM ECONOMIC 
PROGRAM. THE MINISTERS INFORMALLY DISCUSSED THE NORTH-SOUTH 
DIALOGUE OVER LUNCH BUT REACHED NO CONCLUSIONS. HOWEVER, 
AFTER THE COUNCIL SESSION, DUTCH FINANCE MINISTER DUISENBERG 
AND BELGIAN FINANCE MINISTER DE CLERCQ BOTH EXPRESSED CONCERN 
OVER THE PROSPECTS FOR SUCCESS OF THE DECEMBER 15 CIEC MINIS 
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2. COMMUNITY LOAN TO ITALY. THE COUNCIL AUTHORIZED THE COMMISSION 
TO OPEN NEGOTIATIONS ON THE FINANCIAL MARKETS TO FLOAT A $486 
MILLION LOAN TO ITALY UNDER THE JOINT COMMUNITY BORROW- 
ING SCHEME, REPLACING THE UK LOAN WHICH COMES DUE 

DECEMBER 9 (REFTEL B). THE COUNCIL IS TO DECIDE UPON 
POLICY CONDITIONS ATTACHED TO THE LOAN AT ITS DECEMBER 
20 MEETING, WHEN THE RESULTS OF THE COMMISSION'S NEGO- 
TIATIONS AND OF THE IMF'S REVIEW OF THE ITALIAN ECO- 
NOMIC SITUATION SHOULD BE AVAILABLE. ACCORDING TO 
PERMDEL SOURCES, THE CONDITIONS OF THE EC LOAN WILL 
PARALLEL THOSE IMPOSED ON ANY FURTHER GOI BORROWING FROM THE 
IMF. PERMDEL AND COMMISSION SOURCES INDICATE THAT THE 
LOAN WILL INITIALLY BE A BANK CREDIT AT VARIABLE 
INTEREST RATES - TO BE CONSOLIDATED LATER ON INTO A 
FIXED INTEREST SECURITY. 

3. ANNUAL REPORT ON EC ECONOMIC SITUATION. THE COUNCIL 
ADOPTED PROVISIONALLY THE EC COMMISSION'S ANNUAL REPORT 
ON THE ECONOMIC SITUATION IN THE COMMUNITY AND ON 
ECONOMIC POLICY GUIDELINES FOR 1977 (REFTEL C). THEY 
REJECTED, HOWEVER, INCLUSIONS OF THE COMMISSION'S SPE- 
CIFIC QUANTITATIVE GUIDELINES FOR MONETARY GROWTH IN 
MEMBER STATES. THE COMMISSION VERY RELUCTANTLY GAVE 
UP THIS ATTEMPT AT A STEP TOWARDS HARMONIZATION OF 
MONETARY POLICY, EXTRACTING ONLY A GENERAL COMMITMENT 
THAT THE COUNCIL WOULD ALLOW PUBLICATION OF SPECIFIC 
TARGETS IN THE FUTURE. ACCORDING TO PERMDEL SOURCES, 

THE COUNCIL'S RELUCTANCE TO ACCEPT SUCH GUIDELINES 
STEMMED IN PART FROM UNCERTAINTY OVER THE POSSIBLE 
IMPACT OF OIL PRICE RISE; HOWEVER, IT IS CLEAR 

THAT MEMBER STATES HAVE A MORE FUNDAMENTAL RELUCTANCE 
TO HAVE FIRMLY FIXED MONETARY GROWTH TARGETS SET IN 
BRUSSELS. THE MEMBER STATES HAVE BEEN GIVEN UNTIL 
NOVEMBER 24 TO INSERT ANY DESIRED REVISIONS INTO THE 
REPORT, WHICH WILL THEN BE CONSIDERED ADOPTED IN FINAL. 

4. APPLICATION OF THE EUA TO THE EC BUDGET. BECAUSE 
OF CONTINUED IRISH AND DANISH INSISTENCE UPON LINKING 
PROGRESS ON THE EUA TO DISCUSSIONS OF THE VALUE ADDED 
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TAX AND OF MONETARY COMPENSATORY AMOUNTS (REFTELS D 
AND E), THE MINISTERS DEFERRED DISCUSSIONS OF THIS 
ISSUE ONCE AGAIN. A UK PERMDEL SOURCE HAS TOLD US THAT 
IT IS UNLIKELY THAT ANY ACTION ON THE EUA WILL BE 
POSSIBLE UNTIL AFTER THE BRITISH HAVE ASSUMED THE 
COUNCIL PRESIDENCY IN JANUARY. 

5. FOURTH MEDIUM-TERM PROGRAM. CONTRARY TO THE REPORT 
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IN REFTEL D, THE MINISTERS DID NOT GRANT FINAL APPROVAL 
NOVEMBER 8 TO THE COMMISSION S DRAFT FOURTH MEDIUM- 
TERM ECONOMIC PROGRAM (SEE REFAIR F FOR FURTHER BACK- 
GROUND.) THEIR DECISION AT THE NOVEMBER 8 MEETING WAS 
ONLY TO INDICATE "A FAVORABLE ORIENTATION" TO THE 
REPORT. FINAL DISCUSSION HAS BEEN POSTPONED UNTIL 
DECEMBER 20. PENDING SUBMISSION OF OPINIONS FROM THE 
EUROPEAN PARLIAMENT AND THE EC'S ECONOMIC AND SOCIAL 
COMMITTEE. THERE WAS, NEVERTHELESS, A CERTAIN AMOUNT 
OF DISCUSSION OF THE PROGRAM AT THIS COUNCIL SESSION. 
PERMDEL SOURCES INDICATE THAT MOST MEMBER STATES SAID 
THEY COULD ACCEPT THE PROGRAM IN GENERAL TERMS BUT 
THAT IT WOULD REQUIRE UPDATING. COREPER HAS BEEN ASKED 
TO MAKE THE NECESSARY CHANGES. 

6. NORTH-SOUTH DIALOGUE. PERMDEL SOURCES TELL US 
THAT THE MINISTERS DISCUSSED THE NORTH-SOUTH DIALOGUE 
ONLY INFORMALLY AT LUNCH, REACHING NO SPECIFIC CON- 
CLUSIONS. AT HIS POST-SESSION PRESS CONFERENCE, DUTCH 
FINANCE MINISTER DUISENBERG (THE COUNCIL PRESIDENT), 
EXPRESSED HOPE THAT THE DECEMBER 15 CIEC MINISTERIAL 
WOULD BE SUCCESSFUL BUT SAID THE UPCOMING CHANGE OF 
ADMINISTRATION IN WASHINGTON COULD MAKE THE US POSI- 
TION DIFFICULT. AT A SEPARATE BRIEFING, BELGIAN 
FINANCE MINISTER DE CLERCQ TOLD REPORTERS HE THOUGHT 
THE TIME WAS NOT RIPE FOR A MINISTERIAL. 

7. EXCHANGE RATE. FRG FINANCE MINISTER APEL TOLD 

THE GERMAN PRESS THAT EXCHANGE RATE ARRANGEMENTS HAD 
NOT BEEN DISCUSSED AT THE MEETING. HE STRESSED, HOW- 
EVER, THAT HAD ADJUSTMENTS NOT BEEN MADE EARLIER THIS 
MONTH, THE SNAKE PROBABLY WOULD NOT HAVE SURVIVED.HINTON 
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